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Foreword

This docu ment offers a brief synop sis of the termi nol ogy and gener ally accepted prac tices applied in admin is -
ter ing a complex insur ance program for a Penn syl va nia munic i pal ity.  To a some what lesser degree, this docu -
ment touches on how to use the risk manage ment process to better control losses. This publi ca tion is not a
compre hen sive, sole-source docu ment. There are numer ous other orga ni za tions and resources avail able to the
seri ous student of public risk manage ment, includ ing but not limited to: 

· local insur ance agents.

· insur ance company loss control repre sen ta tives.

· the national and the Pennsyl vania Chapter of the Public Risk Manage ment Associ a tion (PRIMA).

· the Risk and Insur ance Manage ment Society (RIMS).

· the Society of Chartered Property Casualty Under writers (CPCU).

· the Public Entity Risk Insti tute (PERI).   

The mate rial presented in this primer is for educa tional and infor ma tional purposes only, and with out repre sen -
ta tion, guar an tee or warranty of any kind, express or implied, includ ing any warranty relat ing to accu racy, reli -
abil ity, complete ness or use. This publi ca tion is not a substi tu tion for profes sional services and the mate rial
contained herein is not to be construed as legal advice. Users bear full and complete respon si bil ity for any reli -
ance on the mate rial presented in this publi ca tion. For veri fi ca tion, munic i pal offi cials seek ing opin ions on
matters relat ing to the mate rial presented herein should always contact their Solic i tor.
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I.  The Extent of Municipal Liability

Prior to the mid-1970s in Penn syl va nia, munic i pal i ties and their agents enjoyed sover eign immu nity, an
English common law term mean ing the “king can do no wrong.” In effect, no matter how negli gent a munic i -
pal ity was in perfor mance of its duties, claim ants had no recourse for recov ery. The Penn syl va nia Supreme
Court over turned this concept in 1973 with Ayala v Phil a del phia Board of Educa tion. After this ruling, munic i -
pal i ties and munic i pal offi cials were held respon si ble for their acts under the same legal stand ing as corpo ra -
tions and indi vid u als.  This illus trates the impor tance of orien ta tion and ongo ing train ing in order for public
offi cials and employ ees to be aware of acting within the scope of their offi cial duties and respon si bil i ties.  

About the same time, liti ga tion was begin ning to become the preferred method of resolv ing disputes. As a
result, the filing of complaints against public enti ties began to increase. 

In response to a plea from local govern ment, the Penn syl va nia State General Assem bly passed the Penn syl va -
nia Polit i cal Subdi vi sions Tort Claims (Govern men tal Immu nity) Act in 1978. The Tort Claims Act (Chap ter
85 of the Judi cial Code) re-estab lished the concept of govern men tal immu nity except for eight areas, or excep -
tions to immu nity, where a munic i pal ity could be held liable. 

The Act limits or caps damages at a maxi mum of $500,000 per occur rence for a polit i cal subdi vi sion, regard -
less of the number of plain tiffs. Claim ants are required to notify a munic i pal ity of a claim within 180 days of
the inci dent, unless phys i cally unable to do so. Finally the stat ute requires a munic i pal ity to defend an offi -
cial/employee as long as the offi cial/employee acted, or believed he/she acted, in good faith on behalf of the
munic i pal ity. 

The eight excep tions to govern men tal immu nity in Penn syl va nia are:

· Opera tion of any motor vehicle owned or controlled by the polit ical subdi vi sion including vehicles operated 
by rail or through water or in the air.

· Care, custody or control of personal property of others by the polit ical subdi vi sion.

· Real property in the care, custody or control of the polit ical subdi vi sion.

· A known dangerous condi tion of traffic lights, street lights, traffic controls or trees under the care, custody
or control of the polit ical subdi vi sion. 

· A dangerous condi tion of steam, water, sewer, electric and gas systems owned by the polit ical subdi vi sion

· A dangerous condi tion of streets owned by the polit ical subdi vi sion.

· A dangerous condi tion of sidewalks owned by the polit ical subdi vi sion (if known in suffi cient time to have
taken correc tive action).

· Animals controlled by or in the posses sion of the polit ical subdi vi sion, including but not limited to police
dogs and horses. Wild animals such as bear and deer are not included in this defini tion.

The Act limits liabil ity to only those defects that the munic i pal ity was aware of, or should have known about.
Under a pure and simplis tic inter pre ta tion of the Act, there is no liabil ity for a defect in the road way if the first
notice of the defect was the plain tiff’s filing of a claim. If the munic i pal ity is unaware of the defect, it cannot
be reason ably expected to repair it. However, the Act goes on further to say not only is the munic i pal ity
respon si ble for known defects, but also for defects about which the munic i pal ity “should have known.” For
exam ple, if the munic i pal ity’s high way super in ten dent drives to work every day over the road with the defect,
or if the munic i pal police depart ment regu larly patrolled the same road, a plain tiff attor ney will argue that the
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munic i pal ity “had construc tive notice” even though it was not formally reported by a motor ist. On the other
hand, the Act stip u lates that the munic i pal ity must have suffi cient time to correct any defect and the extent of
the correc tive measure must be reason able rela tive to budget ary consid er ations. 

The munic i pal ity may be held second arily liable in certain circum stances. Excep tion number 7, the side walk
excep tion, stip u lates that a munic i pal ity is second arily liable for side walks owned by others. The munic i pal ity
is respon si ble for noti fy ing the prop erty owner of a defect and seeing that the defect is corrected in order to
protect the public. Also, courts have held that munic i pal i ties should notify prop erty owners of sight distance
prob lems created at inter sec tions by over growth of foliage. Fail ure to notify resi dents of a danger ous condi tion
on their prop erty could carry liabil ity if the condi tion existed with the knowl edge of the munic i pal ity. Knowl -
edge could mean the condi tion was on a street routinely patrolled by police or passed by other employ ees of
the munic i pal ity. 

The Tort Claims Act also limits the munic i pal ity’s finan cial obli ga tion to any unin sured portion of the loss. If a 
motor ist is involved in a vehi cle acci dent with a munic i pal vehi cle, he or she is required under the Act to report 
the loss to his or her personal auto insurer. If the munic i pal ity were found to be liable for the acci dent, the
munic i pal ity’s auto liabil ity insurer would reim burse the motor ist only for his or her deduct ible or for the unin -
sured portion of the loss. The motor ist’s personal auto insurer pays for any loss above the deduct ible. 

The impor tant thing to remem ber is to respond to prob lems and known defects quickly and to docu ment when
you became aware of any defect. A good complaint intake and track ing system (see Appen dix VIII) can help
tremen dously in defend ing cases with little or no merit. Defense coun sel assigned to defend the public entity in 
liti ga tion greatly appre ci ates records, time-lines and partic u larly photo graphs. Photos really are worth a thou -
sand words. 

Recent Penn syl va nia court deci sions are hold ing munic i pal i ties respon si ble for noti fy ing PennDOT of traf fic
control prob lems where State high ways and munic i pal road ways inter sect. If you know of an inter sec tion
where there have been numer ous acci dents, and an upgrade in traf fic control may be justi fied (e.g. from two to
four way stop, adding a traf fic signal, restrict ing left turns), notify PennDOT in writ ing and ask them to
perform a traf fic study. Follow-up with the Depart ment on a regu lar basis.

Ques tions occa sion ally arise about the liabil ity of repair ing a danger ous condi tion such as a pothole in a State
high way or county road. If you know of a danger ous condi tion, noti fy ing the proper agency is essen tial. If the
defect creates a seri ous hazard, you should warn the motor ists of the condi tion with cones or even consider
clos ing the road. If you decide to warn the motor ists or go as far as to repair the defect in another agency’s
road, you may be held respon si ble for negli gently warn ing or negli gently making the repairs. 

For more details on how appli ca ble case law has re-defined the eight excep tions over the years, be sure to
contact your Solic i tor or insur ance company’s defense coun sel.

A final note on immu nity. A sepa rate stat ute, the Penn syl va nia Recre ational Land Use Act of 1968, confers
immu nity to any prop erty owner who makes their land avail able to the public for recre ational use free of
charge, provided the real estate is unim proved land. 

Munic i pal ities, for several reasons should not rely on the damage cap as a reason able barom e ter for setting
their insur ance limits of liabil ity.  In addi tion to suits brought in state courts, munic i pal i ties are also subject to
legal actions under federal laws. Federal judg ments against the munic i pal i ties and their public offi cials are not
limited to the state cap of $500,000. There fore, in order to be adequately protected, a munic i pal ity needs to
purchase higher limits than the state cap. On this same subject, case law in the past has stip u lated that delay
damages, may be awarded on the full award by the jury, not just the reduced or molded cap limit. These delay
damages which are awarded to the plain tiff based on loss of inter est earn ings for the time it took to resolve the
matter in the Common wealth’s court system, are in addi tion to the cap limit. Delay damages on the full jury
award plus compen sa tory damages could result in the total award exceed ing the $500,000 cap by several
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hundred thou sand dollars. A Penn syl va nia Supreme Court case, struck down the prac tice of award ing delay
damages against the full jury verdict. In Allen v Penn syl va nia Depart ment of Trans por ta tion, the Penn syl va nia 
Supreme Court ruled that delay damages should only be assessed against the capped damages rather than the
entire jury verdict.

Munic i pal ities and public offi cials involved in liti ga tion in the U.S. Federal court system or admin is tra tive law 
system will discover plain tiffs typi cally alleg ing some consti tu tional viola tion of their civil rights. Cases may
involve wrong ful discharge or disci plin ing of an employee, zoning land use issues, discrim i na tion in hiring or
award ing contracts for service, licens ing, restric tive ordi nances and depri va tion of due process. The best
advice is to get legal advice before taking action that may result in a Federal complaint. A labor attor ney is a
good source of advice on any person nel matter. Ask your self if your actions are justi fi able and defen si ble. 
Always docu ment conver sa tions and follow legal advice.

Employ ment prac tices liabil ity is a new and grow ing area of liti ga tion in Federal court today. Employees have
a new sense of aware ness about their rights under Federal anti-discrim i na tion stat utes. If you are consid er ing
taking action:

· Estab lish grounds for disci plinary action, with good documen ta tion.

· Use progres sive disci pline and be patient.

· Document all discus sions with the employee, perfor mance reviews and warnings.

· Ask employees to acknowl edge in writing receipt of perfor mance reviews.

· Seek advice of experts.  

For any Federal alle ga tions, seek the advice of attor neys famil iar with defend ing Federal court cases. Attor -
neys assigned to defend munic i pal i ties in Federal cases by insur ers are good sources of advice and coun sel.
Regu larly attend ing train ing programs offered by law firms, munic i pal asso ci a tions, insur ers and pools is a
good way to stay on top of chang ing case law and liabil ity expo sures in general.  

How you manage the munic i pal assets under your control will have a direct bear ing on losses paid by the
insurer and ulti mately on the premium paid by the public entity. 
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II.  Types of Munic i pal Insur ance

Insur ance is a contract between the munic i pal ity and an insurer whereby the insurer agrees to indem nify the
munic i pal ity in the event of a loss, subject to the terms, condi tions and limi ta tions of the contract, in exchange
for payment of the premium. A typi cal insur ance policy requires the insured to report claims in a timely fash -
ion and to coop er ate fully with the insurer during its inves ti ga tion of the claims. 

A typi cal munic i pal insur ance pack age includes the follow ing poli cies:

General Liabil ity – provides legal defense and indem ni fi ca tion for claims filed by third parties alleg ing
bodily injury or prop erty damage caused by the negli gent condi tion of the premises, oper a tions or prod ucts of
the munic i pal ity.

Auto mo bile Liabil ity – provides legal defense and indem ni fi ca tion for the negli gent use of a licensed motor
vehi cle.

Auto mo bile Phys i cal Damage – provides colli sion and compre hen sive cover age for damage to auto mo biles
owned by your orga ni za tion.

Public Offi cials Liabil ity – provides cover age for damages (other than prop erty damage and bodily injury)
caused by the wrong ful acts of public offi cials acting within the scope of their offi cial duties. This cover age
form also typi cally provides cover age for employ ment prac tices liabil ity.

Police Profes sional Liabil ity – provides liabil ity cover age for the profes sional expo sures asso ci ated with
provid ing law enforce ment services.

Prop erty / Boiler and Machin ery – provides cover age for first party (munic i pal owned) real and personal
prop erty losses. 

Workers’ Compen sa tion – provides no-fault cover age for employ ees injured within the scope of their
employ ment. Bene fits include payment of medi cal costs and lost wages. Also covers work-related diseases. 

Crime – provides cover age for the orga ni za tion’s money and secu ri ties lost as a result of crim i nal activ ity or
lack of fidel ity on the job.

Employee Bene fits – a vari ety of insur ance coverages offered to employ ees and their depend ents as part of an
employ ment pack age. Exam ples include term life insur ance, health insur ance, short and long term disabil ity.  

Property Insurance

Build ings and Contents. A prop erty policy provides cover age for real (other than land) and personal prop erty 
owned by the munic i pal ity.  

The prop erty insur ance policy should include an up-to-date list and current valu a tions of all munic i pal-owned
build ings and contents. Perils should be insured on “All Risk” basis and replace ment cost new cover age should 
apply to all build ings and contents. Prop erty insur ance is writ ten on a “loca tion” basis. If a prop erty loca tion is 
not shown on the policy, the site is not insured. Consider adding auto matic cover age for newly-acquired prop -
erty, subject to a maxi mum limit if reported within 90 days. Further more, if munic i pal-owned prop erty
(includ ing records) is stored offsite and away from an insured loca tion, the policy will need to address cover -
age for prop erty off premises.
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A coinsurance clause may be included in this type policy as a nega tive incen tive for the insured to inad ver -
tently under-report prop erty values to the insurer. If the prop erty values are under stated, the coinsurance
percent age (usually 80% or 90%) will be used to reduce the amount paid in the event of a loss. In effect, the
munic i pal ity will be partially self-fund ing the loss. It is impor tant to keep prop erty values current when
coinsurance is used. This can be done inex pen sively through an appraisal service or through the munic i pal
engi neer. Some insur ers offer infla tion guard protec tion to auto mat i cally increase prop erty values with each
renewal based upon cost index ing. Another option is to insure the prop erty on an agreed amount basis. In
exchange for the addi tional premium, the insurer will pay full replace ment cost up to the agreed amount of
value for each build ing and its contents that were damaged or destroyed.

Earth quake and Flood Cover age. A typi cal prop erty policy excludes losses caused by these two high-risk
perils, in effect result ing in the perhaps unin ten tional assump tion of these risks by the prop erty owner. Both
flood and “quake” losses fall into the low frequency, high sever ity loss cate gory—risks that are recom mended
by most risk manag ers for trans fer to insur ers. Optional flood and quake cover age, perhaps with sub-limits and 
higher deduct ibles, may be avail able from the munic i pal ity’s prop erty insurer for an addi tional premium.
Another source of flood cover age, for the munic i pal ity and its resi dents alike, is the National Flood Insur ance
Program. In order for resi dents to secure cover age, local govern ments must adopt floodplain manage ment
measures by ordi nance in order to permit prop erty owners to be eligi ble for feder ally subsi dized flood insur -
ance. 

Inland Marine. This policy provides cover age for mobile equip ment, such as off-the road, unli censed contrac -
tor’s equip ment. Equip ment covered includes items such as street sweep ers, grad ers, porta ble weld ers,
backhoes and porta ble radios. (The term “inland marine” emanates from the very broad coverages typi cally
found in marine poli cies cover ing goods shipped over seas. Inland marine extends the same cover age to
land-based mobile prop erty.) 

Boiler and Machin ery. This cover age insures against loss to a build ing and contents due to explo sion of boil -
ers or pres sure vessels and broad cover age for mechan i cal fail ure of machin ery, elec tri cal and air condi tion ing
equip ment (other than for wear and tear). This type of policy carries an inspec tion service by the insurer that is 
both bene fi cial to the munic i pal ity and the insurer. Cover age should be on a repair or replace ment basis, not
actual cash value.

Time Element Prop erty Cover age. Prop erty losses related to the passage of time may be insured. The cover -
age not only addresses how much cover age may be required but also for how long. Be sure to review these
expo sures with your broker or agent. Exam ples include:

· Business Inter rup tion provides coverage, during a pre-deter mined period of time, for a loss of net income
and contin uing expenses after a business suffers a covered peril.  

· Extra Expense coverage pays for added expenses required as a part of a property loss, such as renting
tempo rary office space or storage space, while the munic ipal facility is being repaired after a covered loss.

· Electronic Media provides business inter rup tion coverage caused by the loss of EDP records. 

· Accounts Receiv able and Valuable Papers provides coverage for the added cost of recon structing impor -
tant records lost or destroyed as a result of a covered loss.

Builders Risk. This policy is required if the munic i pal ity is construct ing a new build ing. The policy may be
provided by the contrac tor as stip u lated in the spec i fi ca tions or by the owner’s (the munic i pal ity’s) insurer.
Builders risk is a “bridge” policy provid ing cover age for the loss of a partially constructed build ing. The
contrac tor should be respon si ble for insur ing the mate ri als stored on-site that he or she owns, which will ulti -
mately be used in the construc tion. The owner will not begin insur ing the build ing until the owner accepts title 
to the finished prod uct.  With out Builders Risk cover age, a loss of the mate ri als used in the construc tion may
amount to a substan tial unin sured expo sure as the build ing nears comple tion. 
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Busi ness Auto Policy. If a munic i pal ity oper ates one vehi cle or a fleet of vehi cles, a busi ness auto insur ance
policy is a neces sity. The policy provides liabil ity cover age (bodily injury and prop erty damage) and first
party auto phys i cal damage cover age (colli sion and compre hen sive). The named insureds should include the
munic i pal ity and its elected and appointed offi cials and employ ees. (Act 6 of 1990 that reformed the Motor
Vehi cle Finan cial Respon si bil ity Law in Penn syl va nia applies only to private passen ger vehi cles and not to
vehi cles owned and oper ated by munic i pal i ties.) 

Cover age should be extended to include hired and non-owned vehi cles thereby protect ing the munic i pal ity
when an employee uses a personal vehi cle on offi cial busi ness or leases or rents a vehi cle. For non-owned
cover age, the employee’s personal auto cover age is primary in the event of a loss and the munic i pal ity’s
cover age would be excess of the personal insur ance. 

If the munic i pal ity insures fire, ambu lance, and police vehi cles, it is advis able to consider an emer gency equip -
ment endorse ment cover ing the vari ous types of custom ized emer gency equip ment installed on emer gency
vehi cles. Normally, cover age is not extended under the busi ness auto policy for equip ment not perma nently
attached to the vehi cle. Consider adding language such as “snow plow, spreader when attached to the vehi cle”
or make sure the equip ment is covered under an inland marine policy.

Liability (Casualty) Insurance

Commer cial General Liabil ity (CGL). Generally, this policy protects the munic i pal ity, its boards, commis -
sions, offi cials, employ ees and volun teers from third party actions alleg ing bodily injury, prop erty damage and 
personal injury result ing from the oper a tions of the munic i pal ity or the owner ship of its premises. Slips or falls 
by the public visit ing a munic i pal build ing is a typi cal prem ise-type claim covered by a CGL policy. The
policy, orig i nally limited to premises when first issued hundreds of years ago, has been expanded to include
oper a tions, completed oper a tions, prod ucts, inci den tal medi cal payments, host liquor liabil ity and fire legal
liabil ity. It also extends cover age to personal and adver tis ing injury expo sures such as libel and slan der.
Contrac tual liabil ity is provided for liabil ity assumed by the munic i pal ity under a contract, subject to the terms 
and condi tions of the policy. 

Most CGL poli cies are now writ ten on an Occur rence form rather than a Claims-made form. Most now contain 
both a per occur rence limit and an aggre gate limit. (See Appen dix X for the defi ni tion of these terms)

The CGL policy will typi cally exclude police oper a tions, employ ment prac tices and wrong ful acts by public
offi cials, neces si tat ing munic i pal i ties to purchase one, two or three addi tional liabil ity poli cies.  

Public Offi cials and Employ ment Prac tices Liabil ity (Errors and Omis sions). This insur ance provides
cover age for damages caused by the alleged “wrong ful acts” of public offi cials. Its private sector coun ter part is 
Direc tors and Offi cers cover age. It excludes cover age for prop erty damage and bodily injury. Claims usually
arise from deci sions made by elected or appointed offi cials that alleg edly cause loss of reve nue, a loss of a
prop erty right, plan ning and zoning issues, licens ing, free speech, privacy and alleged Consti tu tional viola -
tions. If Employ ment Prac tices were not excluded from the Public Offi cials policy, this policy would also
provide cover age for actions related to the hiring and firing of employ ees and discrim i na tion in employ ment.  

Typically, a Public Offi cials policy is usually writ ten on a Claims-made basis.

Suggested mini mum cover age is $1 million with a reason able, afford able deduct ible which may range from
$1,000 to $10,000 depend ing upon the size of the munic i pal ity and its abil ity to pay.

Police Profes sional Liabil ity. Any munic i pal ity provid ing police service needs to purchase this cover age.
This insur ance provides cover age for alleged viola tions of civil rights caused directly or indi rectly by a police
force. Alle ga tions typi cally include false arrest, false impris on ment, wrong ful entry, exces sive force, pursuits,
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prop erty damage, personal injury (verbal abuse), bodily injury (phys i cal), errors and omis sions, humil i a tion,
civil rights viola tions, denial of medi cal treat ment, pris on ers’ claims and impounded prop erty. A typi cal mini -
mum limit is $1 million with a deduct ible of $1,000 or $10,000, depend ing upon the size of the munic i pal ity
and its abil ity to pay.

Umbrella or Excess Insur ance.  An umbrella or excess liabil ity policy sits atop the under ly ing policy(ies),
extend ing limits and/or enhanc ing cover age. Many times, the terms are improp erly used inter change ably. The
typi cal excess policy extends limits of the general liabil ity, auto mo bile liabil ity and employ ers liabil ity (Part B 
of the work ers’ compen sa tion policy) poli cies, usually in blocks of $1 million. An excess policy responds only 
when the under ly ing per occur rence or aggre gate limits are exhausted. An excess policy that iden ti cally
matches the terms and condi tions of the under ly ing poli cies, with out addi tional exclu sions or condi tions, is
said to “follow form.” An umbrella policy, in addi tion to extend ing limits of cover age, may offer cover age
enhance ments on a “first dollar” basis. In effect, the umbrella insurer, for these broader coverages only, will
“drop down” and act as a primary insurer. There fore, as a way to illus trate the proper use of the two terms: all
umbrella poli cies are excess poli cies, but not all excess poli cies are umbrella poli cies! 

Crime Coverage and Public Officials Bond

Public offi cials bonds guar an tee the honesty and the faith ful perfor mance of elected and appointed offi cials.
Bonds are not two-party insur ance contracts but contracts of suretyships involv ing three parties. The prin ci pal
or obligor (the public employee) is required to perform in a certain manner to the satis fac tion of the obligee or
cred i tor (the public employer). The surety (bond ing company), in exchange for the premium, guar an tees that
the prin ci pal will fulfill the require ments of the obligee. With insur ance, the insurer is respon si ble to the
insured, it pays losses on the insured’s behalf and typi cally does not subrogate against its own insured for
recov ery of any loss. With a surety bond, the surety is respon si ble only to the obligee, does not expect to pay
losses for the obligor and fully expects recov ery from the prin ci pal. As an anal ogy, a surety is like a co-signer
of a loan.

Some posi tion bonds are required by the munic i pal codes or stat utes, such as tax collec tors and trea sur ers.
Other offi cials respon si ble for handling money may be required to be bonded by local ordi nance, includ ing the 
munic i pal secre tary, the chief elected offi cial and certain cler i cal staff. As a guide, the amount of bond should
equal the maxi mum amount of cash, checks and secu ri ties under the control of the offi cial at any one time. 

A fidel ity or honesty bond deals solely with the honesty of the prin ci pal. A faith ful perfor mance bond gener -
ally covers both honesty and faith ful perfor mance of duties. A blan ket bond is a single bond writ ten to cover
numer ous offi cials or employees. This type of bond would pay any loss by any employee covered under the
blan ket protec tion. 

Public employee bonds are typi cally wrapped into crime poli cies that provide cover age for money and secu ri -
ties lost or stolen inside and outside the premises.

Employee Benefits

Workers’ Compensation

Although typi cally consid ered a bene fit, work ers’ compen sa tion cover age actu ally had its roots in liabil ity
cover age. In the early 1900s, the only recourse for employ ees injured on the job was to file a lawsuit against
his or her employer and prove negli gence, a diffi cult thresh old to achieve. Workers’ compen sa tion cover age
was offered as a liti ga tion reform measure or compro mise: employ ers agreed to provide manda tory no-fault
cover age to employ ees injured within the scope of their employ ment and employ ees relin quished their right to
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sue their employ ers. Bene fits include payment of medi cal costs and lost wages and the cover age was amended
in later years to include work-related diseases. 

Further more, munic i pal i ties are required to provide work ers’ compen sa tion cover age to the follow ing volun -
teers if the company or corps is domi ciled within their bound aries: 

1. Volunteer Fire Fighters

2. Volunteer Ambulance Corps

3. Volunteer Fire Police

4. Volunteer Special School Police

5. Volunteer Rescue and Lifesaving Squad

6. Volunteer HazMat Team

Police involved in under cover drug task force oper a tions spon sored by the state Attor ney General’s office
should be covered for work ers’ compen sa tion by the Common wealth for inju ries or illnesses result ing from
these oper a tions.

Occa sionally, volun teer ambu lance or fire compa nies create paid posi tions. The munic i pal work ers’ compen sa -
tion insurer does not provide cover age for paid employ ees of volun teer fire or ambu lance compa nies. Under
the Act, the employer is respon si ble for provid ing work ers’ compen sa tion cover age and the volun teer
company would be required to purchase sepa rate cover age for its employ ees. 

Workers’ compen sa tion provides a wage loss bene fit of up to 66 2/3% of the injured worker’s  normal wage,
subject to any stat u tory mini mum and maxi mum weekly wage. In the case of paid police, firefighters and park
guards who are tempo rarily disabled as a result of an on-the-job injury, the munic i pal ity is obli gated to pay the 
balance of salary (331/3%) out of their own funds under the Heart and Lung Act (Act 477 of 1935). Munic i -
pal ities may decide to purchase optional disabil ity insur ance to cover this added risk, or they may opt to retain
the risk and make the payment out of an appro pri ate payroll account. 

Unemployment Compensation 

Unem ploy ment compen sa tion insur ance provides cover age when that unem ploy ment compen sa tion is owed to
a former employee or employ ees. State law requires Penn syl va nia local govern ments to fund this finan cial
obli ga tion using one of two meth ods: contrib u tory insur ance or by reim burse ment.

Contrib u tory unem ploy ment compen sa tion is the more typi cal method. Munic i pal ities pay a quar terly fixed
charge to the Common wealth for cover age. The rate is set as a percent age of payroll. The advan tage of this
method is that the payment is rela tively easy to predict. The disad van tage is that it can be an unnec es sary
expense for an orga ni za tion with little or no turn over. 

Only munic i pal govern ments and nonprofit agen cies are permit ted to choose a second option, to reim burse the
unem ploy ment compen sa tion fund for claims paid on its behalf. If a munic i pal ity decides to reim burse the
fund, it should estab lish a reserve account or fund as a way to pre-fund the liabil ity in the event of a claim or
series of claims. If the munic i pal ity is forced to layoff employ ees for economic reasons, the total reim burse -
ment costs could be substan tial and poorly timed. A few state asso ci a tions have formed unem ploy ment
compen sa tion pools provid ing a more secure method of fund ing the finan cial risk common with the reim burs -
able method. 
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In all cases, the Common wealth of Penn syl va nia’s, Bureau of Employ ment Secu rity deter mines who is and
who is not eligi ble for unem ploy ment compen sa tion bene fits. The Common wealth also sets the amount to be
paid in bene fits. The method chosen (contrib u tory or reim burse ment) should be based on solid anal y sis of past
loss expe ri ence and informed, conser va tive projec tions about future economic circum stances.

Health Insurance

Health insur ance is an employee bene fit provided by the munic i pal ity to its employ ees and their depend ents.
Typically, it provides payment for hospi tal iza tion, outpa tient medi cal services, ancil lary medi cal services and
prescrip tion drug costs. Employees may be expected to share in the costs either with co-pays, deduct ibles or
contri bu tions towards the premium. Several plan types may be offered:

HMO: Typically, the option with the most controls and lowest costs (managed care). Limits access to special -
ists. Subscribers are required to first seek treat ment from a pre-selected primary care physi cian (PCP). The
PCP controls access to special ists through a refer ral. Special ists used by the PCP for refer rals are gener ally
part of a small network offer ing steep discounts. Employees only pay a very low co-pay for PCP office visits
and visits to referred special ists.

Point of Service (POS): Still a managed care envi ron ment, but offer ing some out-of-network cover age for an
employee who seeks treat ment with out a refer ral from a PCP.  

Preferred Provider Orga ni za tion (PPO): A non-managed care prod uct that is a hybrid between the expen -
sive tradi tional indem nity cover age and an HMO. Offers lower co-pay incen tives to stay within a PPO network 
of physi cians, but provides out-of-network cover age with out refer rals.

Indem nity Plan: The modern day evolu tion of the tradi tional “hospi tal iza tion and medi cal/surgi cal” prod uct
orig i nated by Blue Cross and Blue Shield in the 1930s. It allows the broad est access to hospi tals, physi cians
and special ists, subject to the payment of co-insur ance require ments and the satis fac tion of annual indi vid ual /
family deduct ibles. Generally, this prod uct is being phased out due to high costs caused by high utili za tion,
and to a certain degree, by the popu lar ity of the new low co-pay options.

Short and Long Term Disability / Group Life

Group health, life and disabil ity insur ance may be consid ered personal risk manage ment tools. The finan cial
conse quences of an extended illness may be extraor di nary. Besides the medi cal bills for hospi tal iza tion and
physi cian services (see Health Insur ance above), the loss of income of a family member may adversely affect
the family’s life style and live li hood. 

Short and long term disabil ity cover age provide a percent age of the income loss result ing from a non-occu pa -
tional injury or illness. Typically, short term provides cover age from a few days after the loss up to six
months. Long term picks up at 6 months and contin ues for several years. The bene fit is a percent age of regu lar 
pay that may vary from 50 to 75%. Short and long term insur ers will medi cally moni tor diag no sis, prog no sis
and may suggest alter na tive employ ment if the disabil ity is more specific to a partic u lar occu pa tion than it is
perma nently disabling. 

Many munic i pal i ties self-fund short term cover age by allow ing employ ees to accrue full or partially paid sick
leave. Many munic i pal i ties allow unlim ited accrual of sick leave, which limits the need for short and long-term 
disabil ity insur ance to the first few years of employ ment, until such time that an employee accrues enough sick 
leave to fully cover most short and long-term disabil i ties. Too often employ ees over look the impor tance of
main tain ing a good sick leave balance, choos ing instead to use sick leave as if it were addi tional paid days off. 

Most munic i pal i ties provide life insur ance in a specific dollar amount or as a percent age of salary. The amount 
typi cally offered through a group life policy is not enough to fully provide for the needs of one’s depend ents.
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It is advis able to consult a finan cial plan ner in regards to adequacy of cover age.  
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III.  Public Risk Manage ment

Risk Manage ment is defined as the process of protect ing assets from loss. Risk manage ment works best when
it is a funda men tal, inte gral part of ongo ing oper a tions, ingrained in what munic i pal offi cials do day-in and
day-out. Risk manage ment has been called “struc tured common sense,” imply ing correctly that it is not a
compli cated process. It does require munic i pal offi cials to be cogni zant of possi ble loss expo sures as they
perform their duties and to be trained on how to address those expo sures. Risk manage ment is an in-depth
process and purchas ing insur ance is just one step in the process of select ing a risk financ ing tech nique.  

By follow ing the risk manage ment process and apply ing certain tech niques, the frequency and sever ity of acci -
dents can be reduced. The risk manage ment process applies the scien tific prob lem-solv ing model to protect ing
assets:

1. Identifying assets subject to potential loss.

2. Analyzing risk exposures.

3. Examining alternative techniques for dealing with the exposure.

4. Selecting the most promising technique.

5. Implementing the selected technique.

6. Monitoring the results to see if the exposure has been dealt with effectively.

1. Iden tifying Assets and Loss Expo sures
Public risk manag ers use many tools to iden tify assets and how those assets are exposed to poten tial loss.
Exam ples of these iden ti fi ca tion tools include:

· General obser va tions

· Personal inspec tions and site visits

· Claim forms and accident reports

· Check lists

· Inven tory

· Surveys and question naires

· Finan cial records and budget infor ma tion

· Records, files and archives

· Complaint forms from citizens (see Appendix VIII)

· Minutes of board meetings

· Inter views

· Experts

There are five main cate go ries of risk expo sures for public enti ties: 

· Physical Property

· Loss of Income
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· Contin gent Expenses

· Human Resources

· Legal Liability

All of these assets can be exposed to perils that may result in a total or partial loss. The art of risk manage ment 
is to make sure all assets have been iden ti fied and then to find ways to coun ter act iden ti fi able perils. Perils
include: acts of nature, human acts, prop erty losses, indi rect expo sures and third party liabil i ties.

2. Analyzing risk expo sures
After iden ti fy ing assets and how these assets are exposed to loss, it is now appro pri ate to begin to analyze the
risks. Notice that that the Perils and Expo sures Survey form found in Appen dix VI has a series of columns for
you to eval u ate the degree of expected loss frequency and expected loss sever ity. This is a worth while exer cise 
to help you iden tify appro pri ate risk control and risk financ ing tech niques. Appen dix VI also contains loss
anal y sis grid, which may be a help ful tool to iden tify patterns in your munic i pal ity’s five-year loss history. 

Exam ples of high frequency/low sever ity risk are minor auto acci dents or medi cal-only work ers’ compen sa tion 
claims. Finan cially, these types of claims are both afford able and fairly predict able. Low frequency/high sever -
ity claims however are inter mit tent and costly. 

3. Exam ining Alter na tive Tech niques
The next step in the risk manage ment process is to exam ine alter na tive tech niques to address the expo sures.
There are two main meth ods of manag ing risk: risk control and risk financ ing tech niques.

The primary risk control measures are:

· Avoid ance

· Preven tion

· Reduc tion

· Separa tion

· Dupli ca tion 

· Contrac tual Risk Transfer

Avoid ance is the most effec tive risk control measure. If the elected offi cials decide not to offer munic i pal
police services, they have avoided the risks asso ci ated with oper at ing a police depart ment. Deciding whether
or not to set-up a water util ity or to offer refuse collec tion services or to build a skate board park are also exam -
ples. 

The next most effec tive tech nique is preven tion. If the policy makers decide to offer a munic i pal refuse collec -
tion service, avoid ance is no longer a viable risk control option. The focus now shifts to prevent ing a loss from 
occur ring. Public works employ ees can be trained how to lift prop erly and how to stay in good phys i cal condi -
tion in order to avoid back inju ries. Training programs on how to safely oper ate the vehi cle in and out of traf -
fic,  how to travel on the back of the packer, and even how to deal with irate citi zens to prevent a liabil ity
claim all may help prevent losses. 

If it is impos si ble to avoid the expo sure and if the preven tive measures fail, the next approach focuses on
contain ing the effect of a loss. Reduc tion addresses the sever ity of the loss. Seat belts are a loss reduc tion
device. Seat belts do noth ing to prevent the acci dent itself, but once the acci dent occurs, they are very effec tive 
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in less en ing the inju ries to the driver and passen gers. A sprin kler system or fire proof filing cabi nets are other
exam ples of risk reduc tion measures. 

Risk control does not stop with an acci dent. Training on how to conduct oneself at the scene of a vehi cle acci -
dent, how to report an acci dent and how to care for those who are injured can help keep a small acci dent from
becom ing a large loss. A sample Acci dent Inves ti ga tion Form and Driving Record Form are provided in
Appen dix III. Consider taking photo graphs after the acci dent to record how the scene looked at the time. Post
acci dent work is an essen tial loss reduc tion tech nique. Planning for post-loss by video taping or taking analog
or digi tal photos of build ings and contents before the loss can help provide proof of assets to insur ance adjust -
ers.

Another risk control device that may have appli ca tions in selected circum stances is sepa ra tion. Divided high -
ways and keep ing flam ma ble mate ri als away from sources of igni tion are two very differ ent exam ples of
apply ing sepa ra tion to control risk. Simi larly, dupli ca tion may help prevent a loss or reduce its impact. A tape
backup of computer files is a good exam ple of dupli ca tion. An exam ple of using both dupli ca tion and sepa ra -
tion is to take the tape backup offsite. The files were dupli cated with the backup and, as a further protec tion,
the files were sepa rated from the computer site in case the build ing hous ing the computer suffered a loss. 

Finally, contrac tual risk trans fer is a tech nique that is fairly involved and requires expert legal help. The intent 
is to trans fer your oper a tions to another orga ni za tion and to spec ify that the other orga ni za tion is to manage
the oper a tion as if they were the owner. 

Risk Financing: Besides risk control, the risk manager must also apply a risk financ ing tech nique. Risk
manag ers apply at least one risk control tech nique and one risk financ ing tech nique to an expo sure—usually
more.  The primary risk financ ing measures are:

· Transfer

– Insur ance
– Finan cial Risk Trans fer

· Reten tion

· Risk Sharing

As outlined above, insur ance is the most widely used risk financ ing tech nique for small to medium-sized
public enti ties. 

Finan cial risk trans fer requires another party in a contract to assume and finance the munic i pal ity’s risk under
the contract. This is handled by adding a hold harm less clause to the contract (see Appen dix IX), by spec i fy ing 
what type and how much insur ance the other party needs and by requir ing your public entity to be named as
an addi tional insured to their policy. When the munic i pal ity hires a contrac tor to repave a street, the public
offi cials do not want to be in a posi tion of defend ing and paying liabil ity claims emanat ing from the repaving
work simply because the munic i pal ity owns the street. The contrac tor should agree to insu late the munic i pal ity 
from claims result ing from their work by agree ing to defend and indem nify the munic i pal ity in the event of a
claim. But agree ing to assume this risk is not enough. The contrac tor must show proof of finan cial respon si bil -
ity to support the hold harm less clause. The contrac tor’s agent will issue a certif i cate of insur ance show ing
proof of cover age. The certif i cate should show the public entity named as an addi tional insured to fully protect 
your inter ests. 

Insur ance is not the only way to finance risk. A munic i pal ity may choose to retain risk. The term self-insur -
ance is commonly used inter change ably with risk reten tion even though the term is some what of a misno mer.
It is always the public entity’s risk, unless it chooses to trans fer the risk to another party like an insurer. Since
insur ance refers to a method of trans fer ring risk, self-insur ance improp erly implies a trans fer of risk to oneself.
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The term self-insur ance does help to distin guish a pro-active risk manage ment approach from non-insur ance
or unin sured. The term non- or un-insured infers that a risk was over looked and unbudgeted requir ing the
munic i pal ity to pay for a loss out of fund balances with out the oppor tu nity to plan for the expense. Risk reten -
tion, self-fund ing and self-insur ance all imply a concerted effort to pre-fund losses using a dedi cated risk
manage ment fund or account. Choosing the reim burs able method of paying unem ploy ment insur ance is a deci -
sion to self-fund the risk. 

Deduct ibles are a type of self-fund ing, although tech ni cally the risk has been trans ferred to the insurer. Since it 
is expen sive for insur ers to process and pay small claims, they will offer premium discounts to insureds who
are will ing to assume smaller losses. For some cover age lines, insur ers insist on deduct ibles because of the
uncer tain nature of the risk. The special munic i pal lines of Police Profes sional and Public Offi cials Liabil ity
usually are writ ten with deduct ibles of a few thou sand dollars.

Under current Penn syl va nia law, you must apply for permis sion from the Penn syl va nia Bureau of Workers’
Compen sa tion before self-fund ing work ers’ compen sa tion. Also, the Depart ment of Trans por ta tion’s Bureau
of Motor Vehi cles will require noti fi ca tion of your self-funded status if you decide to self-fund auto liabil ity
and / or auto phys i cal damage.

Finally, to complete the discus sion on risk financ ing, there are now hybrids, that bridge the gap between
self-fund ing and risk trans fer. Some munic i pal i ties have united to form risk-shar ing pools through state asso ci -
a tions and inter gov ern men tal agree ments. Pools offer the advan tages of risk reten tion to small and
medium-sized public enti ties. The munic i pal member trans fers the risk to the pool and simul ta neously
becomes a part owner and trustee of the pool and its oper a tions. There are a number of munic i pal liabil ity and
work ers’ compen sa tion pools oper at ing in Penn syl va nia today. Pooling is autho rized by the Penn syl va nia
Workers’ Compen sa tion Act as amended, the Polit i cal Subdi vi sion Tort Claims (Govern men tal Immu nity) Act 
and Act 180 of 1972, the Inter gov ern men tal Coop er a tion Act. Liabil ity pools in Penn syl va nia are not regu lated 
by the Depart ment of Insur ance, thereby requir ing the appli cant to perform their own finan cial and due dili -
gence review.

The next steps in the risk manage ment process require little in the way of expla na tion. An exam ple will
suffice. Just to recap, the remain ing steps are:

4. Selecting the most promising technique.

5. Complementing the selected technique. 

6. Monitoring the results to see if the exposure has been dealt with efficiently.

It is a good idea to estab lish perfor mance stan dards. Results stan dards are measur able end results, such as a
certain number of fewer vehi cle acci dents after initi at ing new safety measures. Activ ity stan dards measure the
activ i ties to reach ing a desired goal such as the number of inspec tions conducted at the play ground by parks
main te nance staff. As loss expo sures change, meth ods need to change. 

Orga nizing a Risk Manage ment Program
After complet ing the process, you can begin to address how best to orga nize a risk manage ment program
within a munic i pal ity. A good first step is to appoint a coor di na tor. Perhaps an admin is tra tive support person
within the munic i pal ity can be assigned the duties of moni tor ing claims, speak ing with loss control and insur -
ance experts about apply ing loss control measures and coor di nat ing with the insur ance policy admin is tra tion
require ments. 

A policy state ment is another step to consider. A policy state ment estab lishes guide lines for the munic i pal ity’s
risk manage ment program and addresses the munic i pal ity’s risk manage ment objec tives, the author ity of the
coor di na tor, what to do in the event of an acci dent, and how and what records need to be main tained. 
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A loss control commit tee can help imple ment safety policy and safety rules. It can be given specific assign -
ments like devel op ing a regu lar inspec tion program, estab lish ing an orien ta tion program for new employ ees or
setting up a sched ule of ongo ing train ing programs. The commit tee could include line super vi sors, key staff
members and admin is tra tors.
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IV.  Purchasing Insur ance Cover age

The Munic i pal Codes in Penn syl va nia allow offi cials full discre tion in decid ing how best to obtain insur ance
cover age. Purchasing insur ance is expressly exempted from all compet i tive bidding require ments. The munic i -
pal ity has the choice of buying insur ance through a nego ti a tion or in a more compet i tive envi ron ment. As
mentioned above, munic i pal i ties may also choose to partic i pate in a risk-shar ing pool, or when and if appro pri -
ate, retain risk (self-fund). 

It has been said that purchas ing insur ance may be one of the most impor tant and simul ta neously one of the
most complex tasks that must be performed by public offi cials. What makes it diffi cult, to a certain extent, is
the very nature of the insur ance market and how cover age is bought and sold. 

Agent / Broker Selection

For the most part, inde pend ent insur ance agents are autho rized to provide quotes for a number of insur ance
compa nies. The agents are in effect the “out-sourced” sales and market ing staff of insur ers. 

Those close to the insur ance indus try contend that long-term rela tion ships among insureds, agents and insur ers 
are bene fi cial, espe cially during “hard” or “tight” markets. Insur ance pric ing and avail abil ity typi cally fluc tu -
ate along a five to ten year busi ness cycle. At the trough in the market, prices are low, insur ance avail abil ity is
high, compe ti tion for premium dollars is height ened and coverages are broad. These are some of the char ac ter -
is tics of a “soft” market. At the peak of the cycle, premi ums are high, cover age is narrowed and avail abil ity is
greatly constricted. Many times, stabil ity in a market-driven envi ron ment may be more of an impor tant issue
than cost. Finally, overshopping or bidding insur ance too often may have a less than desired effect. If insur -
ance under writ ers prepare quotes too often with out being awarded the busi ness, they may be more reluc tant to
prepare quotes in the future and decline to quote.  

Perhaps your munic i pal ity is content with its current program. Perhaps your agent or broker has repre sented
your munic i pal ity’s inter est well in the market place, shop ping your program only when neces sary and at the
right time. Further more, perhaps you have a long stand ing rela tion ship with one insur ance company, weath er -
ing one or more major market shifts. Even if satis fied, make it a habit to meet with your insur ance agent at
least once a year to review coverages and assets (fleet inven tory, build ing loca tions), answer any ques tions,
discuss market trends and review loss history.   

For some munic i pal i ties, the oppo site may be true. What steps should you follow to shop your entire insur ance 
program?

Because most insur ers rely upon inde pend ent market ing agents to produce new busi ness, it is not possi ble to
simply get a quote from a number of insur ers. You have to “select” the agents and brokers first before you can
reach the under writ ers’ desks. An “Agent/Broker Selec tion Ques tion naire” (see Appen dix VII) can help you
select insur ance agen cies in your area using qual i ta tive stan dards. Less formally, request an agency biog ra phy
to help in the anal y sis and selec tion process. The goal of the biog ra phy and ques tion naire is to find the agency
or agen cies who will profes sion ally repre sent your inter ests in the insur ance market place, who repre sent a
number of insur ers inter ested in munic i pal busi ness and who are them selves famil iar with munic i pal risks.
Agency selec tion should not begin less than nine months in advance of the renewal date.  

After complet ing the agent selec tion process if you decide one agency meets your needs, the next steps in
shop ping cover age are rela tively straight for ward. You begin the work with the agency of prepar ing spec i fi ca -
tions about your munic i pal ity for insur ance under writ ers to use in prepar ing a quote. Some Penn syl va nia
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munic i pal i ties have hired risk consul tants or brokers to help with the tech ni cal aspects of market ing the insur -
ance program. The munic i pal ity directly pays the consul tant or broker a nego ti ated fee to recom mend agen -
cies, assign insur ance markets (see below) and to review propos als submit ted by insur ers. 

If your munic i pal ity has histor i cally placed cover age through two or more agen cies, you may want to consider
using two or more agents to more broadly repre sent your inter ests in the market. This may compli cate the
process by requir ing one more step--assign ing markets. Both agents may repre sent the same insur ance
company or compa nies and both agents will want to approach these insur ers to secure a quote for cover age.
Unfor tu nately, under writ ers will respond only to one submis sion—only one agent can repre sent your inter est.
The insurer will ask you to issue a “broker of record letter,” indi cat ing which agency the munic i pal ity wants to 
receive the under writer’s quote. You assign insur ers to agen cies. It is always pref er a ble to address this conflict 
up-front, rather than delay the under writ ing process after the under writer receives two sets of specs. 

Specifications

Your munic i pal ity now must prepare a descrip tion of your risk for under writ ers to review. After a brief cover
letter gener ally describ ing the intent of the process, you may want to consider a four-part format:

Part I.   General Require ments
Part II.   Insur ance Spec i fi ca tions 
Part III.   Munic i pal Profile
Part IV.   Appen dices

Part I. General Requirements. 

In this section, consider:

· The munic i pality reserves the right to accept or reject any or all proposals or portions thereof. 

· The infor ma tion contained is to be consid ered reason ably accurate and up to date, but it is not to be consid -
ered as a warranty. 

· How to set up appoint ments to inspect munic ipal facil i ties. 

· Who to contact with requests for additional infor ma tion or clari fi ca tion of the specs.

· A timetable for the process and a deadline for responding to the specs.

· Quali fi ca tions of insurers (minimum Best rating for size and finan cial stability) and risk sharing pools. 

· Number of signed responses and copies requested.

· Requiring a submis sion of specimen policies.

Part II.  Insurance Specifications. 

Named Insureds. A complete descrip tion of all requested Named Insureds includ ing the munic i pal ity, all
appointed boards and commis sions, all appointed and elected offi cials, all employ ees and all volun teers acting
on behalf of the munic i pal ity. The munic i pal ity reserves the right to request addi tional named insureds during
the policy term. 

Cancel la tion and Non-renewal. Mini mum noti fi ca tion each party will provide to the other.
Effec tive Date and Term of Cover age
Rating Plans: Whether or not the munic i pal ity wants to consider retro spec tive or loss sensi tive rating plans.
Specific Require ments by Cover age Line
Optional Cover age Quotes 
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Appendix I. General Safety Checklist

OK Loca tion if not OK             Recom men da tions

General Policies and Prac tices

Each depart ment has safety rules. c

Injuries must be reported imme di ately 
to the super vi sor. c

Hazards must be reported to a super vi sor 
imme di ately after they are discov ered. c

Super vi sors are required to inves ti gate all 
acci dents in a timely matter and to route 
reports to manage ment. c

Smoking is permit ted only in desig nated areas. c

Employees report ing for work under the influ ence 
of alco hol or drugs are subject to disci plin ary action. c

Only public employ ees are permit ted to oper ate 
publicly owned vehi cles and equip ment. c

All employ ees who oper ate a vehi cle must have 
a valid driver’s license. c

Horse play and prac ti cal jokes are prohib ited. c

Employees must notify super vi sors when taking 
prescrip tion medi ca tion that causes reac tions such 
as fatigue, dizzi ness or impaired vision or judge ment. c

Acci dent and injury reports are reviewed by 
super vi sors and discussed with employ ees. c

Grounds and Build ing Entrances

Grounds are free of unusual hazards such as holes,
protru sions and other obsta cles. c

Trees are free of loose branches or protrud ing roots. c

Fences are struc tur ally sound and free of holes. c

Side walks, entrances steps and lawns 
are prop erly main tained. c

Walk ways and paved areas are free of cracks
and loose pave ment. c

All doors and windows are in work ing condi tion. c

Outside light ing is suffi cient around pedestrian
traf fic areas. c
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OK Loca tion if not OK             Recom men da tions

Build ings and Struc tures

Ceil ings are free of cracks. c

Rest rooms are free of water hazards. c

Hand rails and treads in stair ways are 
in good condi tion. c

Stair way risers are of proper height. c

Lighting in stair ways is adequate. c

Floors are free of holes, splin ters, protrud ing nails,
slip pery areas and loose boards. c

All open ings in floors are covered and marked. c

Aisles and passage ways have adequate width
and are unob structed. c

Aisles and passage ways are well-defined,
marked or painted. c

Work areas have adequate light ing. c

Work areas are well-venti lated and free of fumes. c

Fire Safety

All emer gency exits are prop erly marked. c

Each build ing has an evac u a tion and emer gency
prepared ness plan. c

Employees are trained in fire fight ing or are famil iar
with evac u a tion plans. c

Fire extinguishers and other fire fight ing equip ment
is checked regu larly. c

Sprin kler system is in good work ing condi tion. c

Fire alarms and smoke detec tors 
are checked regu larly. c

Rubbish and used chem i cals are disposed of prop erly. c

Explo sive or flam ma ble mate ri als are prop erly stored
and venti lated. c

Machin ery, Tools and Equip ment

All machin ery and equip ment is main tained prop erly. c

Belts, gears, chains, clutches and shaft ing are
prop erly guarded. c

Effec tive point-of-oper a tion guards are in place. c
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OK Loca tion if not OK             Recom men da tions

Equip ment and facil i ties are free of 
oil or grease spills. c

Gas cylin ders are in work ing condi tion. c

Tampering or unau tho rized use of any machin ery
or equip ment is prohib ited. c

Tools and machines are free of split or loose handles. c

All cutting edges are sharp. c

All tools are main tained in a good state of repair. c

Ladders, scaf folds and horses are of stan dard 
construc tion and are in good condi tion. c

Ladders or self-lock ing step stools are of an 
approved design. c

Elec tri cal tools, switch boxes and fixtures
are prop erly grounded. c

Wiring, fixtures, connec tions and exten sion
or porta ble cords are safely insu lated 
and installed prop erly. c

Exten sion cords are free of frays and breaks. c

All elec tri cal wall outlets and switches are in
work ing order. c

House keep ing

Mate rials are prop erly stacked and stored accord ing
to estab lished guide lines. c

Over head clear ance is ample. c

Work areas are neat and clean. c

Work areas are free of hazard ous mate ri als. c

Desks, cabi nets and file draw ers and/or doors
are main tained prop erly. c

Aisles and walk ways are kept clear at all times. c

Access to all emer gency equip ment such as fire
extinguishers, emer gency eye wash and show ers
are kept clear of obsta cles. c

Employee Prac tices

All equip ment and machin ery is used prop erly. c

Mate rials are loaded and unloaded safely. c

Lifting is done in a proper manner. c
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OK Loca tion if not OK             Recom men da tions

Assis tance is avail able to lift or move heavy objects. c

Safety devices are used. c

Safety glasses, goggles, hard hats, vests, safety 
shoes and other protec tive equip ment is worn 
when required. c

Workers refrain from engag ing in horse play. c

Workers are prohib ited from wear ing jewelry
while work ing on or around machin ery or
elec tri cal circuits. c

Vehi cles are oper ated in a safe manner at all times. c

Traf fic cones, warn ing flags and barri ers are used
in accor dance with construc tion traf fic control
stan dards. c

First-Aid

Employees are trained in first-aid proce dures. c

First-aid supplies are avail able and easily 
acces si ble at each work site. c

First-aid supplies are checked and replaced
peri od i cally to ensure fresh ness. c

Emer gency proce dures and tele phone numbers
are posted. c
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Appendix III. Accident Injury Investigation Form

Acci dent/Injury Inves ti ga tion Form

Depart ment: Date and time acci dent occurred:

Super vi sor: Date and time acci dent was reported:

Loca tion of acci dent:

Name of injured person: Title: (Address & phone number if not an employee)

Names of witnesses: Titles: (Addresses & phone numbers if not employ ees)

Injured person’s super vi sor at the time of injury: (if differ ent from above)

Descrip tion of injury:                             Person received medi cal atten tion?    c Yes    c No

Cause of Injury:

Type of equip ment the person was using?

Injured person’s descrip tion of acci dent: (includ ing circum stances lead ing up to the acci dent)

Costs of medi cal care: Number days of lost
work:

Costs of hiring/train ing replace ment:
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Super vi sor’s Eval u a tion:

                                                                                                                                    Yes             No

Has a simi lar acci dent or injury happened before?                           c c
If yes, when? ____________________________

Did you know that the employee was doing this job when the injury 
or acci dent occurred? c c

Should the employee be doing this job? c c

Was the employee trained to do this job? c c

Was the employee doing the job correctly when the acci dent occurred? c c

Were condi tions and/or equip ment effi cient and safe? c c

Has the employee done the job correctly in the past? c c

Has the employee ever been corrected or retrained because 
he or she did the job incor rectly? c c

Did any obsta cles keep the employee from doing the job safely: c c

Conflicting proce dures c c
Conflicting orders c c
Lack of equip ment c c
Rush to finish the job c c

Has the employee been under any stress? c c

Are there any morale prob lems among employ ees? c c

Was the job proce dure awkward or unsafe? c c

Was personal protec tive equip ment required for perform ing this job? c c

Was it used? c c
Was it used correctly? c c

Is the job boring? c c

Was the acci dent prevent able? c c

________________________________________________________________________________ 
Recom men da tions for prevent ing this acci dent from recur ring in the future:
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Appendix IV. Employee Driving Records

Employee Driving Records

Desig nated driv ers
License
number

Years of
driv ing

expe ri ence

Driver’s
train ing
(Date)

Number
of traf fic
viola tions
(or points)

Regu lar driv ers (oper ate vehi cles regu larly as part of job)

Occa sional driv ers (oper ate vehi cles infre quently)

Non-driv ers (do not oper ate vehi cles as part of job but autho rized to drive in an emer gency)
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Appendix V. Indemnification

The follow ing contrac tual language related to indem ni fi ca tion and the assump tion of risk should be submit ted
to a review by the govern men tal juris dic tion’s chief legal coun sel prior to incor po ra tion into any final agree -
ment.

Indemnification

To the extent permit ted by law, CONTRAC TOR cove nants to save, defend, keep harm less and indem nify the
Town ship/Borough/City/Author ity of and all of its elected or appointed offi cials, consul tants, agents, autho -
rized volun teers and employ ees (collec tively the “Town ship/Borough/City/Author ity”) from and against any
and all claims, loss, damage, injury, cost (includ ing court costs and attor ney’s fees), charges, liabil ity or expo -
sure, however caused, result ing from or aris ing out of or in any way connected with the (use or occu pancy of
the Town ship/Borough/City/Author ity’s premises) or (Contrac tor’s perfor mance of the work or Contrac tor’s
obli ga tions under the contract).
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Appendix VI. Perils and Exposures Survey

 Expected Frequency  Expected Sever ity

Low   Moder ate  High                                Low   Moder ate  High 

Acts of Nature

Land move ment

Earth quake or volcano c c c c c c

Land slide, avalanche c c c c c c

Collapse c c c c c c

Erosion c c c c c c

Water damage

Flood c c c c c c

Sewer/pipes backup c c c c c c

Sprin kler system c c c c c c

Bliz zard, icestorm, hail c c c c c c

Wind storm

Tornado c c c c c c

Hurri cane c c c c c c

Falling objects c c c c c c

Light ning c c c c c c

Human Acts

Crime

Employee dishon esty c c c c c c

Embez zle ment c c c c c c

Robbery c c c c c c

Burglary c c c c c c

Larceny c c c c c c

Grand theft c c c c c c

Fraud c c c c c c

Forg ery c c c c c c

Coun ter feiting c c c c c c

Arson c c c c c c

Vandal ism/mali cious mischief c c c c c c

Riots/civil disor der c c c c c c

Unin ten tional employee errors c c c c c c

Acci dents c c c c c c

Employee inju ries c c c c c c

Illness

Occu pa tional disease c c c c c c

Drug/alco hol addic tion c c c c c c

Mental Illness c c c c c c

Death c c c c c c
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 Expected Frequency  Expected Sever ity

Low   Moder ate  High                                Low   Moder ate  High 

Prop erty Perils

Glass break age c c c c c c

Break down of machin ery c c c c c c

Colli sion

Auto c c c c c c

Non-auto c c c c c c

Struc tural collapse c c c c c c

Contam i na tion c c c c c c

Corro sion, wear, abuse c c c c c c

Explo sion c c c c c c

Util ity loss or fail ure c c c c c c

Fail ure of envi ron men tal controls

Heat c c c c c c

Air condi tion ing c c c c c c

Fire/smoke c c c c c c

Equip ment obso les cence c c c c c c

Computer fail ure c c c c c c

Indi rect Expo sures

Busi ness inter rup tion c c c c c c

Extra expense c c c c c c

Loss of rental income c c c c c c

Loss of earn ings c c c c c c

Third-party Liabil i ties

Adver tisers c c c c c c

Festi val spon sor ship c c c c c c

Auto mo biles

Owned c c c c c c

Non-owned c c c c c c

Leased c c c c c c

Prop erty of others in public care/custody c c c c c c

Contracts

Mutual-aid agree ments c c c c c c

Lease agree ments c c c c c c

Contracts of ease ment c c c c c c

Grants c c c c c c

Sales or purchase orders c c c c c c

Notes, mort gages, loans c c c c c c

Construc tion contracts c c c c c c

Joint facil i ties usage c c c c c c

Insur ance c c c c c c

Pollu tion liabil ity c c c c c c
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 Expected Frequency  Expected Sever ity

Low   Moder ate  High                                Low   Moder ate  High 

Personal injury

Tres pass c c c c c c

Libel c c c c c c

Slan der c c c c c c

Mental injury c c c c c c

Defa ma tion of char ac ter c c c c c c

Inva sion of privacy c c c c c c

Improper deten tion or evic tion c c c c c c

Mali cious pros e cu tion c c c c c c

Discrim i na tion c c c c c c

Prod ucts liabil ity c c c c c c

Negli gence

Elected offi cials c c c c c c

Employees c c c c c c

Volun teers c c c c c c

Contrac tors c c c c c c
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Appendix VII. Sample Insurance Agent / Broker 
Selection Questionnaire Form

Insurance Agent / Broker Selection Questionnaire

The Borough / Township of ______________________, Pennsylvania

Month, Date, Year

Street Address
City, State, Zip Code
Phone Number
Fax Number
E-mail Address
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Section I. General Information

A. Name of Firm: 

B. Address:

C. City: State: Zip: 

D. Phone: Fax: 

E. Name Principals, Years of Experience and Professional Qualifications / Designations (Attach resumes
if available; add additional sheets if necessary)

1.

2.

3.

4.
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Section II. Firm Composition

A. Number of Licensed Agents / Brokers:  

B. Premium Volume (excluding personal lines):   $

C. Number of PA Municipal Clients:  

D. PA Municipal Percentage of Total Premium Volume: %

E. Approximate Percentage of Insurance Business by Class

Liabil ity – General & Auto %

Liabil ity – Speci al ity Forms  
Includ ing Police Profes sional and Public Offi cials %

Prop erty / Inland Marine & Boiler %

Crime %

Workers’ Compen sa tion %

F. The Borough / Township will be assigning insurers to agencies. List your firm’s principal insurers by
coverage line in Priority Order: most preferred market to least preferred. Please indicate each insurer’s 
percentage of your firm’s overall agency premium volume:

General and Automobile Liability: 

Excess & Surplus: 

Public Officials: 



33

Police Professional: 

Crime: 

Workers’ Compensation: 

Property and Inland Marine: 

Boiler & Machinery: 
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Section III. Addressing Borough / Township Needs & Interests

A. Describe any special characteristics which may distinguish your firm from others: 

B. If selected to handle all or part of the Borough’s / Township’s Insurance Program, indicate the
principals and support staff who will be assigned to the Borough’s / Township’s account: 

C. Please provide the names, addresses, phone numbers and contact persons of three current clients as
references. Pennsylvania municipalities would be preferred: 

D. Please describe your agency’s experience with the PA Political Tort Claims (Government Immunity)
Act of 1980: 

E. Would your agency consider servicing the Borough’s / Township’s account on a fee basis? 
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F. Who from your agency would be available to assist the Borough / Township in the event of a large
property or liability loss? What claims experience do they have? 

G. Describe your firm’s marketing and risk management philosophy: 

H. Who from your agency would be available to assist the Borough / Township in loss prevention 
and control? 

I. Would you be available for an interview or an oral presentation? 

Submitted by: 

Signa ture: 

Date: 

We appre ci ate your inter est in the Borough / Town ship of _______________________________, Pennsylvania
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Appendix VIII. Complaint Form

Complaint:  Number: 

Complaint’s Name:  Date: 

Address: 

Phone:  Loca tion: 

Nature: 

Time Received:  Time Completed: 

Received By:  Total Time Spent: 

Details of Complaint: 

Dispo si tion: 

Complaint’s Signa ture 

Town ship/Borough Employee 
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Appendix IX. Hold Harmless Form

Hold Harmless Clause 
(Request a review by Municipal Solicitor prior to use)

Town ship of , County 

Borough of , County 

                        (Name of contrac tor)                         agrees to indem nify and hold harm less the

                  (Town ship/Borough)                of                      (Name)                           , its agents, 

employ ees or any other person against loss or expense includ ing attor neys fees, by reason 

of the liabil ity imposed by law upon the                 (Town ship/Borough)               , except in 

cases of the                      (Town ship/Borough)’s                     sole negli gence, for damage because 

of bodily injury, includ ing death at any time result ing there from, sustained by any person or 

persons, or on account of damage to prop erty aris ing out of or in conse quence of this agree ment, 

whether such inju ries to persons or damage to prop erty are due or claim to be due to any passive 

negli gence of the                 (Town ship/Borough)               , its employ ees or agents or any other 

person. It is further under stood and agreed that the contrac tor shall (at the option of the

                  (Town ship/Borough)                defend the                  (Town ship/Borough)                

of                        (Name)                         with appro pri ate coun sel and shall further bear all costs 

and expenses, includ ing the expense of coun sel, in the defense of any suit aris ing here un der.
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X. Glossary

Actual Cash Value. The value of a prop erty loss equal to replace ment cost less depre ci a tion for previ ous use
and age.

Agent. A legal repre sen ta tive of an insurer with the author ity to bind the insur ance carrier to a contract or
policy.

Aggre gate Limit. The maxi mum amount an insurer will pay annu ally during the policy term.

All Risk Prop erty Insur ance. Covers all perils except those specif i cally excluded in the policy.

Attrac tive Nuisance Doctrine. Any poten tially hazard ous item or place that by its very nature allure the
public, espe cially chil dren (exam ple:  private swim ming pools).  

Blan ket. Covers more than one item or person on the same policy.

Bond. A form of money guar an tee or protec tion against finan cial loss caused by dishon est acts or nonfaithful
perfor mance of duties.

Broker. A repre sen ta tive of an insur ance buyer autho rized to nego ti ate insur ance cover age for the insured.

Claims-made Form. Provides cover age only for “claims made” during the policy period regard less of when
the injury or damage took place. Once the policy expires, no claim will be honored unless “tail” or “nose”
cover age is purchased. The policy form typi cally further limits cover age with the use of a retro ac tive date.
This form is typi cally limited in its use to specialty cover age forms such as Public Offi cials Errors and Omis -
sions. 

Coinsurance. A policy provi sion reduc ing the amount recov er able for a prop erty loss due to the under state -
ment of the prop erty values by the prop erty owner.

Commis sion. A percent age of the premium paid to an agent for the success ful sale of an insur ance policy.

Deduct ible. Amount of each claim or occur rence paid by the insured. 

Depre ci a tion. Decrease in the value of prop erty over a period of time due to ordi nary wear and tear and/or
age.

Direct Writers. Insurers that employ their own sales force.

Endorse ment. An amend ment to a policy which revises the orig i nal terms or condi tions of the policy.

Errors and Omis sions Insur ance. Insures against loss due to an unin ten tional mistake or omis sion in perfor -
mance of offi cial duties.

Exclu sion. A peril or situ a tion not covered by an insur ance policy.

First Dollar Cover age. A policy with no deduct ible and no reten tion.

Frequency. The number of times a loss occurs in a certain period of time.

Hazard. A situ a tion or condi tion that increases the prob a bil ity of a loss occur ring from a certain peril.

Hold Harm less Clause / Agree ment. A provi sion within a contract under which one party agrees to assume
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legal liabil ity for the other party for spec i fied losses as respects the contract.

Indem ni fi ca tion. One party pledges finan cial assets to another as secu rity or protec tion against loss or
damage.

Liabil ity. A require ment to pay a damage award due to a fail ure to fulfill an obli ga tion or duty.

Limit of Liabil ity. The maxi mum amount an insurer agrees to pay in the event of a covered loss.

Manu script Form. A non-stan dard policy form drafted specif i cally to address an insured’s specific require -
ments.

Occur rence Form Policy. A policy form that provides cover age for a loss event that occurred during the time
the policy was in effect, regard less of when the claim is presented. Cover age would still apply even if the
policy had expired, as long as the loss event took place during the policy period. 

Pack age. A compi la tion of a number of differ ent policy forms, combined together by one insurer, using simi -
lar policy terms and condi tions.

Penn syl va nia Workers’ Compen sa tion Rating Bureau. An inde pend ent orga ni za tion created by law to set
rates for the insur ance indus try using differ ent payroll clas si fi ca tions.

Peril. Possi ble causes of a loss to an asset such as wind storm, fire, colli sion or theft.

Personal Injury. An alleged injury result ing from false arrest, mali cious pros e cu tion, wrong ful entry, libel,
slan der, false arrest or a viola tion of a right of privacy. A broad injury clas si fi ca tion that typi cally excludes
bodily injury and prop erty damage losses.

Personal Prop erty. Anything subject to owner ship other than real prop erty. Exam ples include: furni ture,
equip ment, supplies, inven tory, machin ery, vehi cles, copy rights, patents, trade marks, licenses, money, secu ri -
ties

Premium. Money paid to an insurer by the insured to trans fer risk under a contract of insur ance.

Real Prop erty. Land, build ings, other struc tures and perma nent improve ments

Replace ment Cost Cover age. Cover age that will fully repair or replace lost or damaged  prop erty with a like
item. (Depre ci a tion costs do not reduce the value of the insured prop erty).

Retained Limit. The amount of each loss assumed by a self-funded program, below any excess or umbrella
cover age. Under a fully insured program (one in which the risk has been trans ferred under contract to an
insurer), the amount of each loss that the insured is respon si ble for is referred to as a deduct ible.   

Retro ac tive Date. A method insur ers use to limit cover age in claims-made poli cies, by exclud ing cover age for 
any claim with an occur rence date prior to this date. The retro date can be elim i nated or extended at times in
exchange for addi tional premium. 

Retro spec tive Rating Plans. A type of policy where the final premium is based upon the insured’s loss expe -
ri ence during the policy period, subject to a mini mum and maxi mum.

Sever ity. The degree of impact of a loss. 

Subrogation. Acquiring rights of the insured by the insur ance company for action against respon si ble third
parties.

Surety. An indi vid ual or company which guar an tees faith ful or honest perfor mance under a bond.
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